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RSM
RSMUSLLP

Report of Independent Registered Public Accounting Firm

To the Member and Manager of Simplex Trading, LLC

Opinion on the Financial Statement
We have audited the accompanying statement of financial condition of Simplex Trading, LLC (the
Company) as of December 31, 2020, and the related notes (collectively, the financial statement). In our
opinion, the financial statement presents fairly, in aNmaterial respects, the financial position of
the Company as of December 31, 2020, in conformity with accounting principles generally accepted in
the United States of America.

Basis for Opinion
This financial statement is the responsibility of the Company's management. Our responsibility is to
express an opinion on the Company's linancial statement based on our audit. We are a public accounting
firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are
required to be independent with respect to the Company in accordance with U.S.federal securities laws
and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that
we plan and perform the audit to obtair reasonable assurance about whether the financial statement is
free of material misstatement, whether due to error or fraud. The Company is not required to have, nor
were we engaged to perform, an audit of its internal control over financial reporting. As part of our audit
we are required to obtain an understanding of internal control over financial reporting but not for the
purpose of expressing an opinion on th aeffectiveness of the Company's internal control over financial
reporting. Accordingly, we express noeuch opinion.

Our audit included performing procedules to assess the risks of material misstatement of the financial
statement, whether due to error or fraud, and performing procedures that respond to those risks. Such
procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the
financial statement.Our audit also incit ded evaluating the accounting principles used and significant
estimates made by management, as well as evaluating the overall presentation of the financial statement.
We believe that our audit provides a reasonable basis for our opinion.

We have served as the Company's auditor since 2014.

Chicago, liiinois
February24, 2021

THEPOWER GEBEiNG UNDERSTooD
AUDIT(TAX (CON$URING

1



Simplex Trading, LLC

Statement of Financial Condition

December 31,2020

Assets

Cash & Cash Equivalents $ 559,403

Financial Instranents Owned, at Fair Value, Pledged 2314,625,128

Derivative Financial Instrenents O wned, at Fair Value, Pledged S.291.547,352
Receivable from Broker-Dealers 3,930,710

Other Receivables 6,962.684
Other Assets 1,794,744

Totai Assets $ 10,619,420,021

Liabiliiies and Members' Equit v

Financial Instrænents Sold,not yet Purchased, at FairValue $ 1,268,104,827

Derivative Financial Instrænents Sold,Not Yet Purchsed, at Fair Value S,804,028,803

PayaNe to Broker-Dealers 179,501;816

Payable to Affiliates 153,356,993

Accounts Payable, Accrued Expen ses,and other Liabilities 5,052,993

Notes Payable 15,787,500

Total Liabilities 10,425432,932

Members' Equity 193,;587,089

Total LiabiEties and Members' Equity $ 10,419,420,021

See accompanying notes.
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Eimplex Trading, LLC
Notes to Financial Statement

Year Ended December 31, 2020

(1) Organization and Nature of Business

Simplex Trading, LLC (the Coripany) is a Delaware limited liability company established on
February 22, 2010. The Company is a broker-dealer registered with the U.S. Securities and
Exchange Commission (SEC) iinder the Securities Exchange Act of 1934.Simplex Trading,
LLC is a technology-focused proprietary trading firm that engagesin various trading activities,
primarily market making, buying, and selling in U.S. exchange-traded options, equity
securities, and futures for its owr account. The Chicago Board Options Exchange, Incorporated
(CBOE) is the Designated Examining Authority for Simplex Trading, LLC.

The Company is managed by its sole ClassA member, Simplex Holdings, LLC. All business
is conducted from the Company's office in Chicago, Illinois.

Although the Company is not exempt from Rule 15c3-3, it does not transact business in
securities with, or for, custome·s other than members of a national securities exchange and
does not carry margin accounts, credit balances or securities for any person defined as a
"customer" pursuant to Rule 17a-5(c)(4). Accordingly, there are no amounts reportable under
this section.

(2) Significant Accounting Policies

Basis of Presentation

The Company follows Generally Accepted Accounting Principles (GAAP), as established by
the Financial Accounting Stan Jards Board (the FASB), to ensure consistent reporting of
financial condition, results of operations, and cash flows.

Use of Estimates

The preparation of financial staiements in conformity with U.S.GAAP requires management
to make estimates and assumptions that affect amounts reported in the financial statements and
accompanying notes. Actual results could differ from these estimates.

Cash & Cash Equivalents

At the end of each business day, cash held in the Company's JP Morgan chase checking
accounts is swept to an overnigl t money market fund andconverted back into cashat the start
of the subsequentbusiness day.On December 31st, 2020, amounts held in the money market
fund totaled $559,403.
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Eimplex Trading, LLC
Not es to Financial Statement

Year Ended December 31,2020

Financial Instruments

Financial instruments owned and financial instruments sold, not yet purchased include equities
measured at fair value, recorded on a trade date basis. Resulting realized and change in
unrealized gains and losses arereported in principal transactions in the statementof operations.

The Company recognizes contractual interest on securities on an accrual basis, and dividend
income and expense are recognized on the ex-dividend date. Commission andrelated clearing
expenses are recorded on a trade-date basis as securities transactions occur.

Financial instruments sold, noi yet purchased represent obligations to deliver a specified
quantity of securities. The Company is obligated to purchase securities at a future date at the
prevailing prices that may differ from the fair values reflected in the statement of financial
condition.

Derivative Financial Instrume nts

Derivative financial instruments owned and derivative financial instruments sold,not yet

purchased include equity option s,index options, and options on futures contracts. Theseare
measured at fair value, recorded on a trade date basis. Futures open trade equity is recorded

in payable to and receivable from broker-dealers in the statement of financial condition,
netted by eachbroker-dealer.

Receivable from and Payable :o Broker-Dealers

Receivable from andpayable to broker-dealers on the statement of financial condition include
cash held on deposit at the clearing brokers for open positions, net pending dividends and
interest, amounts due to/from brokers for the net settlement of trades, and futures open trade
equity. The Company may obtain short-term financing from its brokers through borrowing
against its proprietary positions, subject to collateral maintenance requirements.

Offsetting of Amounts Related to Certain Contracts

When the requirements are met, the Company offsets certain fair value amounts recognized
for cash collateral receivables or payables against fair value amounts recognized for net
derivatives positions executed with the same counterparty under the same master netting
arrangement.

Other Receivables

Other receivables on the stateme at of financial condition include rebates receivable net of fixed

and transaction fees from variot s options exchanges.
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Eimplex Trading, LLC
Notes to Financial Statement

Year Ended December 31,2020

Other Assets

Other assets on the statement of financial condition include prepayments, exchange

memberships, and JBO cash deposits.

Credit Losses on Financial As sets

The Company evaluates all financial assets that are measured at amortized cost for credit losses
under the Current Expected Credit Losses model. Financial assets evaluated include cash,
receivables from broker-dealers, and other receivables. Expected credit losses are measured
based on historical experience, current conditions and forecasts that affect the collectability of
the reported amount. Due to the short duration of the financial assets, there are no material
estimates of credit lossesrelated to these financial assets as of December 31, 2020.

Rebates

Rebates consist of volume discounts, credits or payment received from exchanges or other
marketplaces related to the placement and/or removal of liquidity from the order flow in the
marketplace. Rebates are recorded on an accrual basis and included net within exchange,
brokerage, and clearance fees in the accompanying statement of operations.

Income Taxes

The Company accounts for income taxes in accordance with the applicable income tax
guidance in the U.S.The Conipany operates in the U.S. as a partnership for income tax
purposes. Accordingly, the Coinpany's income or loss,which is allocated to the Company's
members, is not subject to income taxes at the Company level. Taxes related to income earned
by the Company represent obligations of the individual members, and the Company is
considered a pass-through entity.

The Company has evaluated tax positions taken or expected to be taken in the course of
preparing its tax returns to detennine whether the tax positions are more likely than not to be
sustainedby the applicable tax authority. Based on this analysis, there were no material tax
positions not deemed to meet a more-likely-than-not threshold. Therefore, no material tax
expense, including interest andpenalties, was recorded in the current year, and no adjustments
were made to prior periods.

The Company is generally not subject to examination by U.S.federal or state taxing authorities
for tax years before 2017.The Company is not currently under audit by any tax authorities.
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Eimplex Trading, LLC
No:es to Financial Statement

Y ear Ended December 31,2020

(3) Fair Value of Financial Instruments

The fair value of a financial instrument is defined as an exit price, representing the amount that
would be received to sell anassetor paid to transfer a liability in an orderly transaction between
market participants at the meast rement date.

The established fair value hierarchy for inputs used in measuring fair value maximizes the use
of observable inputs andminimises the useof unobservable inputs by prioritizing that the most
observable inputs be used whea available. The three levels of the fair value hierarchy are
described below:

• Level 1 - Quoted prices in active markets for identical assets or liabilities

• Level 2 - Other observable inputs, such as quoted prices for similar assets or liabilities
in active markets; identic alassets or liabilities in inactive markets; or observable inputs,
such as interest rates anc yield curves, andother market-corroborated inputs

• Level 3 - Unobservable inputs, including market information together with the
Company's judgments ajout the assumptionsmarket participants would use in pricing
the assets or liabilities

When available, the Company uses quoted market prices in active markets to determine the
fair value. A financial instrumer t's level within the fair value hierarchy is based on the lowest

level of any input that is signifi:ant to the fair value measurement. Fair value measurements
do not include transaction costs.

In determining fair value for financial instruments, the Company separates its financial
instruments owned and financi:d instruments sold, not yet purchased into three categories:
equity securities (including common stock and ETFs), derivative financial instruments
(including options and options cn futures), and open trade equity on futures.

The Company's equity securities and derivative financial instruments may be classified within
Level 1,Level 2, or Level 3 of the fair value hierarchy that prioritizes inputs to valuations. The
Company's equity securities and derivative financial instruments typically fall within Level 1
becausethey are exchange-traded and valued using quoted market prices or other observable
inputs. Equity securities and de-ivative financial instruments that are not actively traded, are
in bankruptcy, or are restricte i are generally classified within Level 2 of the fair value
hierarchy. Equity securities and derivative financial instruments where volume has declined
significantly or no exchange-tra ling exists, or where unobservable inputs and the Company's
assumptions are used for valuation, are classified within Level 3 of the fair value hierarchy.
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Eimplex Trading, LLC
Notes to Financial Statement

Year Ended December 31,2020

The Company assessesthe level of the financial instruments at each measurement date, and
transfers between levels are iecognized on the actual date of the event or change in
circumstances that caused the transfer in accordance with the Company's accounting policy
regarding the recognition of transfers between levels of the fair value hierarchy. There were
no transfers among levels during the year.

The following table presents the Company's fair value hierarchy for those assets and liabilities
measured at fair value on a recu-ring basis as of December 31, 2020:

Anen Levell Level2 Ime13 Total

Cash & Cash Equivatents-

MoneyMarketFund $ 559,403 $ - $ - $3 559,403
FinancialInstramatsOmet

Equity Seemities 2,314,625,128 - - 2,314,625,128

Derivatin Finmeist Instranents Owned:

Equity Options 7p11,515,026 - - 7?11,585,026
Options on Futures 379$62,326 - - 379;962,326

Receivablefrom Broker-Dealers

Futmes Open Trat1eEquity (19,705) - - (19;705)
S 14606,71%178 $ - 8 - S 14686,712,178

Liabilities Level I Level 2 Imel 3 Total

Fmancial instruments SoM,not yet Purchased

Equity Securitiles $ 1,268,104;827$ - $ - $ 1,268,104;827

Derivative Financia11nstrænentsSeki,not yet Purchased:

Equity Options 8;462;744,758 - - 8;462,744;758
Options on Futures 341,284,045 - - 341,284;045

Payable to Broker-Dealers

Futures Open TradeEquity (3,168,094) - - (3,168,094)
S 10,068,965,536$ - S - S 10,06%965436

Substantially all the Company's other assets and liabilities, except for exchange membership,
are considered financial instrummts and are either already at fair value, or at carrying amounts

that approximate fair value beca use of the short maturity of the instruments.

(4) Receivable from and Payable :o Broker-Dealers

Receivable from and Payable to Broker-Dealers at December 31, 2020 consists of the
following:
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Simplex Trading, LLC
Noles to Financial Statement

Year Ended December 31,2020

Receivable Payable

Cash / (Payable) $ 3,950,415 $ (184,081,500)

Futures Open Trade Equity (19,705) 3,168,094
Dividends, met - 1,441,158

Accrued Interest - (29,568)

Total $ 3,930,710 $ (179,501,816)

The Company has a credit facili y with ABN AMRO Clearing Chicago, LLC. The purpose of
the credit facility is to finance transactions of the Company. As of December 31, 2020,
Simplex Trading LLC has a maximum finance usage limit of $1,250,000,000,a maximum cash
limit of $1,000,000,000,and a:ninimum required net liquidating value of $50,000,000. On
December 31, 2020, Simplex Trading LLC has an outstanding finance usage balance of
$652,529,000 and a net liquidating value on deposit of $178,358,890.

(5) Derivative Activities

Derivative financial instruments are based upon an underlying asset, index, or reference rate
or a combination of these factor s. The Company usesderivative financial instruments as part
of its trading activities. Thesefinancial instruments, which generally include exchange-traded

equity options, options on futures and futures expose the Company to varying degrees of
market and credit risk that mar be in excess of the amounts recorded in the statement of
financial condition.

The Company's trading activit:es involve the use of risk management strategies to reduce
directional and non-directional risks based on models, and there is no guarantee that the

hedging strategies will achieve their desired effect.

These derivative contracts are r ecorded on the statement of financial condition as assets and
liabilities measured at fair value. The Company does not consider any derivative instruments

to be hedging instruments, as those terms are generally understood under U.S.GAAP.

As of December 31, 2020, the Company's derivative activities had the following impact on the
statement of financial condition:

Assets, at Fair Liabilities, at Fair

Derivatives Assets Underlying Risk Statement of Financial Condition Location Value Vahe Net

Options on Equity Seemities Equities Price Risk Derivadve Financial Instnanents, at Fair Value $ 7,911,585,027 $ (8,462,744,758) $ (551,159,731)
Options on Index Fulmes Equities Price Risic Derivative Financial Instnanents, at Fair Value 370,539,726 (331.213,258) 39426,463

Options on Congnedity Futures Commodities Price Risi: Derivative Financial Instranents, at Fair Vaine 9,422,600 (10,070,788) (448,188)

Commodity Futures Commodities Price Rist: Payable to Broker-Dealers 829,700 - S29,700
Index Futures EquitiesPrice Risk Payable to Broker-Dealers 11,353,433 (9,034,744) 2)18,689
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Eimplex Trading, LLC
Notes to Financial Statement

Year Ended December 31,2020

(6) Offsetting

The Company nets futures open trade equity by broker-dealer. The netted amount is included
in the receivable from broker-dealer of the assetsection and the payable to broker-dealer of the
liability section of the statement of financial condition. The following discloses the effect of
offsetting of open trade equity en the statement of financial condition:

Gross Amounts not OKset in

the Consolidated Statement

of Financial Condition

Net Amounts of

Gross An ounts Gross Amounts Ofset in Assets/Liabilities Financial

Recogn zed the Statement of Financial Presented in the Instrument Net Amount
Condition Statement of Financial

Condition

Asset:

Futures Open Trade Equityi $ 12,305,858 $ (9-137,764) $ 3,168,094 $ - $ 3,168,094

LiabMity:

Fuhres Open Trade Equity2 $ (9,157,469) $ 9,137,764 $ (19,705) $ - $ (19,705)

i matad inpayabb to broker-dealers on the statement offinancini condition.

2 Locatedin receiva ale frem broker-dealers en the statement offinancial condition.

(7) Members' Equity

The Company's Operating Agreement provides for three classes of members: Class A, Class
B and Class C, as defined. The Company's Class A Membership Units are wholly owned by
Simplex Holdings, LLC. The ou ner of the Class A Membership Units controls all voting rights
and is responsible for appointing members to the management committee. Class B and Class
C members have no voting interests in the Company. As of December 31, 2020,there are no
Class C membership interests in the Company.

Under the terms of the amended operating agreement, management and control of the
Company, including overall au:hority on all trading activities, is vested exclusively in the
Company's Managers.

Class B and C members are adnitted at the sole discretion of the Manager, have no voting
rights and do not participate in the management of the Company. The Manager may restrict,
halt or terminate the trading activities of a Class B or C member at any time for any reason.

9



Simplex Trading, LLC
Notes to Financial Statement

Year Ended December 31, 2020

(8) Commitments and Contingencies

The Company, in the normal course of business, may be named as defendant in various legal
and regulatory proceedings. The Company provides for expenses associated with such claims
when such amounts are probable and can be reasonably estimated. The Company currently
does not have any amounts accrued for legal or regulatory proceedings.

(9) Related Party Transactions

The Company operates under an expense-sharing agreement with Simplex Investments, LLC.
Under this agreement, Simplex [nvestments, LLC, a servicing company and an affiliate of the

Companyby commonownership,providesthe Companywith labor,administrativesupport,
equipment and use of space.The Company has a payable of $149,650,346on December 31,
2020, which is classified as payable to affiliates on the statementof financial condition. Open
balances are settled at the discre tion of the controller according to each entity's cashneeds.

The Company operatesunder a software license agreement with Simplex Technologies,
LLC, a technology servicing company and an affiliate of the Company by common
ownership. Simplex Technologies, LLC provides the Company the use of technology. The
Company has a payable of $3,347,451 on December 31, 2020, which is classified as payable
to affiliates on the statement of:inancial condition. Open balances are settled at the
discretion of the controller according to eachentity's cashneeds.

The Company executes some of tion trades through Matrix Executions, LLC, an affiliate of
the Company by common owne:·ship. The Company has a payable of $359,196 on December
31, 2020,which is classified as payable to affiliates on the statement of financial condition.
Open balances are typically settled the following month.

In 2020,the Company renewed a7%, twelve-month unsecured promissory note in the
amount of $15,000,000 to its parent which matures on May 1,2021. This amount and the
associatedaccrued interest are e assified as notes payable on the statement of financial
condition, and $787,500 was recorded as interest expenseon the statement of operations.

Principal $ 15,000.000
Accrued Interest 787,500

Notes Payable $ 15,787,500

(10) Net Capital Requirements

The Company is subject to the SEC Net Capital Rule (Rule 15c3-1) under the Securities
Exchange Act of 1934, which rcquires the maintenance of minimum "net capital" equal to the
greater of $250,000 or 2% of combined aggregate debit items. The rules also provide that
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Eimplex Trading, LLC
Notes to Financial Staternent

Year Ended December 31,2020

equity capital may not be withc rawn or cash distributions paid if the resulting minimum net
capital falls below $300,000. At December 31, 2020, the Company had net capital of
$313,817,631, which was $313,567,631 in excess of its required capital of $250,000.

Equity withdrawals are subject cocertain notification and other provisions of Rule 15c3-1 or
other regulatory bodies.

(11) Guarantees and Indemnifications

In the normal course of the business, the Company enters into contracts that contain a variety
of representations and warranties that provide indemnifications under certain circumstances.
TheCompany'smaximumexpcsureunderthesearrangementsis unknownandtheriskof loss
is remote, as it would require future claims that may be made against the Company that have
not occurred. Such contracts inc ludewritten option contracts that are not settled in cash. These
written option contracts obligate the Company to deliver or take delivery of specified financial
instruments at a contracted price in the event the holder exercises the options.

The Company is required to disclose information about its obligations under certain guarantee
arrangements. Guarantees are defined as contracts and indemnification agreements that
contingently require a guarantor to make payments to the guaranteed party based on changes
in an underlying interest or foreign exchange rate, security or commodity price, an index or
the occurrence or nonoccurrence of a specified event related to an asset, liability or equity
security of a guaranteed party.

Guarantees are also defined as contracts that contingently require the guarantor to make
.payments to the guaranteed party based on another entity's failure to perform under an
agreement, as well as indirect guarantees of the indebtedness of others.

The Company trades and holds certain fair-valued derivative contracts, which may constitute
guarantees. Such contracts inc lude written option contracts. Written options obligate the
Company to deliver or take delivery of specified financial instruments at a contracted price in
the event the holder exercises the option. The Company does not track the counterparties'
purpose for entering into a deris ative contract.

As of December 31,2020,the ir aximum payouts for these contracts are limited to the notional
amounts of each contract. Maximum payouts do not represent the expected future cash
requirements as the Company's written option positions may be liquidated or expire without
being exercised by the holder. Ir addition, maximum payout amounts are frequently decreased
by offsetting positions taken by the Company as part of its trading activities. The fair values
of all written option contracts, as of December 31, 2020, are included as liabilities in financial
instruments sold, not yet purchased on the statement of financial condition.
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Simplex Trading, LLC
No:es to Financial Statement

Year Ended December 31,2020

(12) Financial Instruments with 0 ff-Balance-Sheet Risk

The Company, in connection with its proprietary trading activities, enters into various
transactions involving derivative financial instruments, primarily options and futures contracts.

Options owned provide the Com; any with the opportunity to deliver or take delivery of specified
financial instruments at a contracted price. Options written obligate the Company to deliver or
take delivery of specified financ al instruments at a contracted price in the event the option is
exercised by the holder. Futures contracts provide for the delayed delivery of the underlying
instrument.

These financial instruments may have market risk and/or credit risk in excess of those amounts
recorded in the statement of financial condition.

Market Risk

Derivative financial instruments involve varying degrees of off-balance-sheet market risk.
Changes in the market values of the underlying financial instruments may result in changes in
the value of the derivative financial instruments. Exposure to market risk is influenced by a
number of factors, including the relationships between the derivative financial instruments and
the volatility and liquidity in the markets in which the derivative financial instruments are
traded. In many cases, the use of derivative and other financial instruments serves to modify
or offset market risk associatedwith other transactions and,accordingly, servesto decrease the
Company's overall exposure to:narket risk. The Company attempts to manage its exposure to
market risk arising from the ut,e of these derivative financial instruments through various
analytical monitoring techniques .

Credit Risk

Credit risk arises from the potential inability of counterparties to perform in accordancewith
the terms of the contract. The Company's exposure to credit risk associated with counterparty
nonperformance is limited to th e current cost to replace all contracts in which the Company
has a gain. Exchange-traded derivative financial instruments, such as options and futures,
generally do not give rise to significant counterparty exposure due to the cash settlement
procedures for daily market movements or the margin requirements of the individual
exchanges and clearing brokers The clearinghouse acts as counterparty, and there can be no
assurancethat a clearinghouse will satisfy obligations.

The Company clears its trades tl rough three clearing brokers.In the event these counterparties
do not fulfill their obligations, th e Company may be exposed to risk since all positions are held
with these clearing brokers. The Company attempts to minimize this credit risk by monitoring
the creditworthiness ofits cleartig brokers.
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Eimplex Trading, LLC
No:es to Financial Statement

Y earEnded December 31,2020

The Company's financial instra nents that are exposed to concentrations of credit risk include
cash. The Company maintains i ts cash accounts at financial institutions located in the United

States. At times, the Company may have cash that exceedsthe balance insured by the Federal
Deposit Insurance Corporatior.. The Company monitors such credit risks and has not
experienced any losses related :o such risks. Management believes that the Company is not
exposedto any significant credi: risk on these cash balances.

(13) Recently Issued Accounting Pronouncements

In January 2016, the Financial Accounting Standards Board issued Accounting Standards
Update (ASU) 2016-13, Financial Instruments - Credit Losses (Topic 326): Measurement of
Credit Losses on Financial Instruments, which amends several aspects of the measurement of
credit losses on financial instrements, including replacing the existing incurred credit loss

model andother models with the Current Expected Credit Losses (CECL) model andamending
certain aspects of account for purchased financial assetswith deterioration in credit quality
since origination. The new standard is effective for fiscal years beginning after December 15,
2019. The Company adopted this new accounting guidance and it had no material impact on
its financial position.

(14) Subsequent Events

The Company has evaluated subsequent events for potential recognition and/or disclosure
through the date these financial statements were issued. The following material events have
occurred.

In 2021, the Company made distributions of $86,337,941.
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